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TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 
Description of Township Operations: 
 The Township is located in Huron County, Michigan, and according to the 2000 census 
the township has 1,915 residents.  It is governed by a five person elected board and provides the 
following services to its residents:  fire protection, highways and streets, cemetery services and 
general administrative services. 
 
 The Township’s financial statements are prepared in accordance with generally accepted 
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is 
responsible for establishing GAAP for state and local governments through its pronouncements 
(Statements and Interpretations). Governments are also required to follow the pronouncements of 
the Financial Accounting Standards Board (FASB) issued through November 30, 1989 (when 
applicable) that do not conflict with or contradict GASB pronouncements. The accounting policies 
of the Township conform to accounting principles generally accepted in the United States of 
America as applicable to governmental units. The more significant accounting policies 
established in GAAP and used by the Township are discussed below. 
 
 In June 1999, GASB unanimously approved Statement No. 34, Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments. 
Certain of the significant changes in the Statement include the following: 
 

• The financial statements include: 
o A Management Discussion and Analysis (MD&A) section providing an analysis of 

the Township’s overall financial position and results of operations. 
 

o Financial statements prepared using full accrual accounting for all of the 
Township’s activities. 

 

• A change in the fund financial statements to focus on the major funds. 
 

These and other changes are reflected in the accompanying financial statements 
(including notes to the financial statements).  
 
Reporting Entity: 
 In evaluating how to define the Township for financial reporting purposes, management 
has considered all potential component units. The decision to include a potential component unit 
in the reporting entity was made by applying the criteria set forth in the related GASB 14 
pronouncement. The basic – but not the only – criterion for including a potential component unit 
within the reporting entity is the governing body’s ability to exercise oversight responsibility. The 
most significant manifestation of this ability is financial interdependency. Other manifestations of 
the ability to exercise oversight responsibility include, but are not limited to, the selection of 
governing authority, the designation of management, the ability to significantly influence 
operations, and accountability for fiscal matters. The other criterion used to evaluate potential 
component units for inclusion or exclusion from the reporting entity is the existence of special 
financing relationships, regardless of whether the Township is able to exercise oversight 
responsibilities. Based upon the application of these criteria, there are no organizations that are 
deemed to be component units of the Township. 
 
(Continued)     -8- 



  

 
TOWNSHIP OF WINSOR 

 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 
Government Wide and Fund Financial Statements: 
 The Township’s basic financial statements include both government-wide (reporting the 
Township as a whole) and fund financial statements (reporting the Township’s major funds). Both 
the government-wide and fund financial statements categorize primary activities by governmental 
type. The Township’s general administrative services, public safety, highways and public 
improvements and cemetery, are classified as governmental activities.  
 
 The government-wide financial statements (i.e., the statement of net assets and the 
statement of activities) report information on all of the nonfiduciary activities of the Township. For 
the most part, the effect of interfund activity has been removed from these statements.  
 
 The statement of activities demonstrates the degree to which the direct expenses of a 
given function or segment are offset by program revenues. Direct expenses are those which are 
clearly identifiable with specific function or segment. Program revenues include 1) charges to 
customers or applicants who purchase, use or directly benefit from goods, services or privileges 
provided by a given function or segment and 2) grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead as general 
revenues. 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation: 
 The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned 
and expenses are recorded when a liability is incurred, regardless of the timing of related cash 
flows. Property taxes are recognized as revenue in the year for which they become available. 
Grants and similar items are recognized as revenue as soon as all eligibility requirements 
imposed by the provider have been met. 
 
 The use of financial resources to acquire capital assets are capitalized as assets in the 
government-wide financial statements, rather than reported as an expenditure. Proceeds of long-
term debt are recorded as a liability in the government-wide financial statements, rather than as 
an other financing source. Amounts paid to reduce long-term debt of the Township are reported 
as a reduction of the related liability, rather than an expenditure in the government-wide financial 
statements. 

 
 
 
 
 
 
 
 
 
 
 
 
 
(Continued)     - 9 - 



  

TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation: 
(Continued) 
 
 Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Revenues are 
recognized as soon as they are both measurable and available. Revenues are considered to be 
available when they are collectible within the current period or soon enough thereafter to pay 
liabilities of the current period. Expenditures generally are recorded when a liability is incurred, as 
under accrual accounting. However, debt-service expenditures, as well as expenditures related to 
claims and judgments, are recorded only when payment is due. 
 
 State revenue sharing, charges for services, and earned but unreimbursed state and 
federal grants associated with the current fiscal period are all considered to be susceptible to 
accrual and so have been recognized as revenues of the current fiscal period. Property taxes are 
measurable as of the date levied (assessed) and are recognized as revenues when they become 
available. Available means when due, or past due, and received within the current period or 
collected soon enough thereafter (within 60 days) to be used to pay liabilities of the current 
period. All other revenues are considered to be measurable and available only when cash is 
received by the Township. 
 
 The accounts of the Township are organized on the basis of funds, each of which is 
considered a separate accounting entity. The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, reserves, fund 
balance, revenues, and expenditures or expenses as appropriate.  
 
 The Township reports the following major governmental funds: 
 
 General Fund – The General Fund is the general operating fund of the Township. It is 
used to account for all financial resources except those required to be accounted for in another 
fund. 
 
 Special Revenue Funds – Special Revenue Funds account for resources legally 
restricted to expenditures for specified current operating purposes and for the enforcement of 
special services and activities. Accounting and financial reporting for General and Special 
Revenue Funds are identical. The Township accounts for the Cemetery and Road Construction in 
special revenue funds. 
 

Debt Service Fund - Debt Service Fund accounts for the servicing of long-term debt of 
the Township. Sources of funds for the servicing of the debt include property taxes restricted for 
debt service. 

  
 
 
 
 
 
 
 
(Continued)      - 10 - 



  

TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation: 
(Continued) 
 
 As a general rule the effect of interfund activity has been eliminated from the 
government-wide financial statements. 
 
 When both restricted and unrestricted resources are available for use, it is the 
Township’s policy to use restricted resources first, then unrestricted resources as they are 
needed. 
 
Receivables and Payables: 
 Activity between funds that are representative of lending/borrowing arrangements 
outstanding at the end of the fiscal year are referred to as either “due to/from other funds” (i.e. the 
current portion of interfund loans or “advances to/from other funds”). All other outstanding 
balances between funds are reported as “due to/from other funds.” 
 
 Other receivables at March 31, 2008 consist of property taxes and interest. Taxes are 
deemed collectible in full. 
 
Property Taxes: 
 Properties are assessed as of December 31, and the related property taxes become a 
lien on December 1, of the following year.  These taxes are due on February 14, with the final 
collection date of February 28, before they are added to the county tax rolls. 
 

The delinquent real property taxes of the Township are purchased by the County of 
Huron.  The County sells tax notes, the proceeds of which are used to pay the Township for these 
property taxes.  These taxes have been recorded as revenue for the current year.  
 
Capital Assets: 
 Capital assets, which include property, plant and equipment, are reported in the 
government-wide financial statements. Capital assets are defined by the government as assets 
with an initial, individual cost of more than $500 and an estimated useful life in excess of two 
years. Such assets are recorded at historical cost or estimated historical cost if purchased or 
constructed. Donated capital assets are recorded at estimated fair market value at the date of 
donation. 
 
            The cost of normal maintenance and repairs that does not add to the value of an asset or 
materially extend its life is not capitalized. 
 
 Major outlays for capital assets and improvements are capitalized as projects are 
constructed. Interest incurred during the construction phase of capital assets is included as part 
of the capitalized value of the assets constructed. 
 
 
 
(Continued)     - 11 -  



  

TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 
Capital Assets: (Continued) 
 
 Property, plant, and equipment of the primary government are depreciated using the 
straight line method over the following estimated useful lives: 
 

Assets Years 
Buildings 25 to 50 
Machinery and equipment 5 to 20 
Improvements other than buildings 20 

 
 Depreciation of capital assets used by governmental funds is charged as an expense 
against their operations on the Statement of Activities. Accumulated depreciation is reported on 
the Statement of Net Assets. Depreciation expense for the year ended March 31, 2008 was 
$66,250. Capital asset acquisitions in the governmental funds totaled $13,251 for the year ended 
March 31, 2008. A summary of Governmental Fund capital assets at March 31, 2008, follows: 
 

 March 31, 
 2008 2007 
Land (Non depreciated) $   32,510 $   32,510 
Buildings 438,088 429,705 
Equipment 725,937 721,069 
Less accumulated depreciation (516,653)  (450,403)      
NET GOVERNMENTAL FUND CAPITAL ASSETS $679,882 $732,881 

  
Depreciation expense was charged to functions/programs of the primary government as follows: 
 

Governmental activities:  
  Public Safety $  63,236 
  Unallocated      3,014 
Total depreciation expense – governmental activities $  66,250 
  

 
Use of Estimates: 
 The process of preparing financial statements in conformity with generally accepted 
accounting principles requires the use of estimates and assumptions regarding certain types of 
assets, liabilities, revenues, and expenditures/expenses.  Such estimates primarily relate to 
unsettled transactions and events as of the date of the financial statements.  Accordingly, upon 
settlement, actual results may differ from estimated amounts. 
 
 
 
 
 
 
 
 
(Continued)     - 12 – 
 



  

TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

Interfund Receivables and Payables: 
 The Township pools its cash funds into a common demand deposit account for 
accounting purposes.  The interfund receivables and payables represent deposit and 
disbursement transactions that have been processed for the various funds through the 
common checking account.  At March 31, 2008, the balance of interfund receivables and 
payables was as follows: 
                                                                               Receivable   Payable  
 General Fund                                                                            $187,347   
 Cemetery Fund $   6,423     
 Road Fund 172,981    
 Debt Retirement   7,943              
 Total $187,347 $187,347 

 
NOTE 2 - PENSION PLAN: 

 
During the year ended March 31, 2000, the township adopted a Money Purchase 

Pension Plan covering all employees, that are age 18, from date of hire.  The township 
contributes 6% of W-2 wages with 100% immediate vesting.  Participants in the previous plan 
rolled over their account balances to the new plan.  For the year ended March 31, 2008, total 
wages and covered wages were $98,762.  Township contributions were $5,831 and employee 
contributions were zero.  The plan has fully vested assets of $69,905 at March 31, 2008. 
 
NOTE 3 – BUDGET COMPLIANCE: 
 
 In the required supplemental information, the Township’s actual expenditures and 
budgeted expenditures, as amended, for budgetary funds have been shown on a line item basis.  
The approved budgets of the Township for these budgetary funds were adopted to the activity 
level. 
 
 P.A. 2 of 1968, Section 18(1), as amended, provides that a local unit shall not incur 
expenditures in excess of the amounts appropriated.  Actual expenditures exceeded budgeted 
expenditures in the following budgetary funds.    
 
             TOTAL   AMOUNT OF  BUDGET 
                 APPROPRIATION        EXPENDITURES             VARIANCE 
 
         General Fund: 
 Elections             $   1,500     $  2,230  $     (730) 
             Fire Department                     80,125       83,900       (3,775) 
           
 
 
 
 

 

 
 
(Continued)     -13 - 



  

     TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 

 

NOTE 4 – DETAIL NOTES ON ALL FUNDS: 
 

A.  As of March 31, 2008,  the Township has a carrying  amount of $361,445 of deposits 
(cash and deposits) in local banks and the bank balance was $368,729. Deposits with financial 
institutions are categorized as follows:    
           
  March 31, 2008 
 Amount insured by FDIC $ 160,445 
 Uncollateralized 201,000 
 Total deposits with financial institutions $ 361,445   
           
 Michigan Compiled Laws Section 129.91 authorizes the Township to deposit and invest 
in the accounts of federally insured banks, credit unions and savings and loan associations; 
bonds, securities and other obligations of the United States, or an agency or instrumentality of the 
United States in which the principal and interest is fully guaranteed by the United States, 
including securities issued or guaranteed by the Government National Mortgage Association; 
United States government or federal agency obligation repurchase agreements; bankers’ 
acceptance of United States banks; mutual funds composed of investment vehicles which are 
legal for direct investment by local units of government in Michigan; and commercial paper rated 
by two standard rating agencies within the three highest classifications, which mature not more 
than 270 days after the date of purchase.  The Township’s deposits are in accordance with 
statutory authority.  The Township’s investment policy does not specifically address credit risk, 
custodial credit risk, interest rate risk, or foreign currency risk in accordance with GASB statement 
40. 
 

B. Property taxes are levied based on the taxable value of property located in the 
Township. Assessed value is established annually and equalized by the State at an estimated 
50% of current market value. A comparison of the assessed and taxable property values for the 
2007 tax levy is as follows: 

 ASSESSED 
VALUE 

TAXABLE 
VALUE 

Real and personal property $94,940,300 $79,556,574 
Industrial facilities      5,505,400   5,505,400 
  TOTAL $100,445,700 $85,061,974 
   

 
The Township, as a general law Township, is not authorized to levy taxes without a vote.  The 
Huron County Tax Allocation Board in 1960, allocated up to 1.30 mills per $1,000 of taxable value 
for general law townships for general operations. For the year ended March 31, 2008, the 
Township levied 1.2154 mills for general governmental services, 3.5000 mills for roads, and 
.7500 mills for fire. Total millage levied was 5.4654. 

 
 C.  Risk Management: 
  Winsor Township purchased commercial insurance coverage for all general liability 
coverage, and the Township also purchased commercial insurance coverage for losses related to 
worker’s compensation claims.  For the year ended March 31, 2008, there have been no 
significant reductions in insurance coverage.  Settlement amounts have not exceeded insurance 
coverage for the year or the three prior years. 
 

 
(Continued)     -14 - 



  

     TOWNSHIP OF WINSOR 
 

NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 2008 

 
  
 
NOTE 5 – LONG-TERM DEBT: 
 
       Note payable to Thumb National Bank dated December 9, 2005 maturing in December 2012.  
This note is due in annual payments of $51,600 including principal and interest at a fixed rate of 
6.25%.  The balance of this note on March 31, 2008 was $172,689.  This note is secured by a 
KME Custom Pumper.  The debt will be repaid by a special .75 mill tax levy that expires in 2014.    
 

The following is a summary of the debt of the Township outstanding as of March 31, 2008. 
 
 Number of  Interest             Maturing    Principal 
                 Issues Rate Through Outstanding 

        KME Custom Pumper                      1 6.25% 2012 $172,689 
     

      The following is a summary of debt transactions of the Township for the year ended March 
31, 2008: 

 Fire Equipment 
Note: 
  Payable April 1, 2007               $ 253,448  
  Retired       (80,759) 
  Payable March 31, 2008  $ 172,689   

           
Maturities for the Note Payable             Note Payable 

     Fiscal Year Ending Fire Truck 

             March 31,        Principal Interest 

 2009  $  40,807  $ 10,793 

 2010  43,357  8,243 

 2011  46,067  5,533 

 2012      42,458      2,653 

  $172,689  $27,222 

   
Total interest expense for the Township for the year ended March 31, 2008 was $15,841.   
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